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52.242-2

NOTICE OF INTENT T0 DISALLOW COSTS (APR
1984)

(a) Notwithstanding any other clause of
this contract—

(1) The Contracting Officer may at any
time issue to the Contractor a written notice
of intent to disallow specified costs incurred
or planned for incurrence under this contract
that have been determined not to be allow-
able under the contract terms; and

(2) The Contractor may, after receiving a
notice under subparagraph (1) above, submit
a written response to the Contracting Offi-
cer, with justification for allowance of the
costs. If the Contractor does respond within
60 days, the Contracting Officer shall, within
60 days of receiving the response, either
make a written withdrawal of the notice or
issue a written decision.

(b) Failure to issue a notice under this No-
tice of Intent to Disallow Costs clause shall
not affect the Government’s rights to take
exception to incurred costs.

(End of clause)

52.242-2 Production Progress Reports.

As prescribed in 42.1107(a), insert the
following clause;

PRODUCTION PROGRESS REPORTS (APR 1991)

(a) The Contractor shall prepare and sub-
mit to the Contracting Officer the produc-
tion progress reports specified in the con-
tract Schedule.

(b) During any delay in furnishing a pro-
duction progress report required under this
contract, the Contracting Officer may with-
hold from payment an amount not exceeding
$25,000 or 5 percent of the amount of this con-
tract, whichever is less.

(End of clause)

[48 FR 42478, Sept. 19, 1983, as amended at 56
FR 15156, Apr. 15, 1991]

52.242-3 Penalties for Unallowable
Costs.

As prescribed in 42.709-6, use the fol-
lowing clause:

PENALTIES FOR UNALLOWABLE CoSTS (MAY
2001)

(a) Definition. Proposal, as used in this
clause, means either—

(1) A final indirect cost rate proposal sub-
mitted by the Contractor after the expira-
tion of its fiscal year which—

(i) Relates to any payment made on the
basis of billing rates; or

(ii) Will be used in negotiating the final
contract price; or
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(2) The final statement of costs incurred
and estimated to be incurred under the In-
centive Price Revision clause (if applicable),
which is used to establish the final contract
price.

(b) Contractors which include unallowable
indirect costs in a proposal may be subject
to penalties. The penalties are prescribed in
10 U.S.C. 2324 or 41 U.S.C. 256, as applicable,
which is implemented in section 42.709 of the
Federal Acquisition Regulation (FAR).

(c) The Contractor shall not include in any
proposal any cost that is unallowable, as de-
fined in Subpart 2.1 of the FAR, or an execu-
tive agency supplement to the FAR.

(d) If the Contracting Officer determines
that a cost submitted by the Contractor in
its proposal is expressly unallowable under a
cost principle in the FAR, or an executive
agency supplement to the FAR, that defines
the allowability of specific selected costs,
the Contractor shall be assessed a penalty
equal to—

(1) The amount of the disallowed cost allo-
cated to this contract; plus

(2) Simple interest, to be computed—

(i) On the amount the Contractor was paid
(whether as a progress or billing payment) in
excess of the amount to which the Con-
tractor was entitled; and

(ii) Using the applicable rate effective for
each six-month interval prescribed by the
Secretary of the Treasury pursuant to Pub.
L. 92-41 (85 Stat. 97).

(e) If the Contracting Officer determines
that a cost submitted by the Contractor in
its proposal includes a cost previously deter-
mined to be unallowable for that Contractor,
then the Contractor will be assessed a pen-
alty in an amount equal to two times the
amount of the disallowed cost allocated to
this contract.

(f) Determinations under paragraphs (d)
and (e) of this clause are final decisions with-
in the meaning of the Contract Disputes Act
of 1978 (41 U.S.C. 601, et seq.).

(g) Pursuant to the criteria in FAR 42.709-
5, the Contracting Officer may waive the
penalties in paragraph (d) or (e) of this
clause.

(h) Payment by the Contractor of any pen-
alty assessed under this clause does not con-
stitute repayment to the Government of any
unallowable cost which has been paid by the
Government to the Contractor.

(End of clause)

[60 FR 42659, Aug. 16, 1995, as amended at 66
FR 2135, Jan. 10, 2001]

52.242-4 Certification of Final Indirect
Costs.

As prescribed in 42.703-2(f), insert the
following clause:
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CERTIFICATION OF FINAL INDIRECT COSTS (JAN
1997)

(a) The Contractor shall—

(1) Certify any proposal to establish or
modify final indirect cost rates;

(2) Use the format in paragraph (c) of this
clause to certify; and

(3) Have the certificate signed by an indi-
vidual of the Contractor’s organization at a
level no lower than a vice president or chief
financial officer of the business segment of
the Contractor that submits the proposal.

(b) Failure by the Contractor to submit a
signed certificate, as described in this
clause, may result in final indirect costs at
rates unilaterally established by the Con-
tracting Officer.

(c) The certificate of final indirect costs
shall read as follows:

CERTIFICATE OF FINAL INDIRECT COSTS

This is to certify that I have reviewed this
proposal to establish final indirect cost rates
and to the best of my knowledge and belief:

1. All costs included in this proposal
(identify proposal and date) to establish final
indirect cost rates for (identify period covered
by rate) are allowable in accordance with the
cost principles of the Federal Acquisition
Regulation (FAR) and its supplements appli-
cable to the contracts to which the final in-
direct cost rates will apply; and

2. This proposal does not include any costs
which are expressly unallowable under appli-
cable cost principles of the FAR or its sup-
plements.

Firm:

Signature:

Name of Certifying Official:
Title:

Date of Execution:

(End of clause)

[60 FR 42664, Aug. 16, 1995, as amended at 62
FR 239, Jan. 2, 1997]

52.242-5—52.242-12 [Reserved]

52.242-13 Bankruptcy.

As prescribed in 42.903, insert the fol-
lowing clause:

BANKRUPTCY (JUL 1995)

In the event the Contractor enters into
proceedings relating to bankruptcy, whether
voluntary or involuntary, the Contractor
agrees to furnish, by certified mail or elec-
tronic commerce method authorized by the
contract, written notification of the bank-
ruptcy to the Contracting Officer responsible
for administering the contract. This notifi-
cation shall be furnished within five days of
the initiation of the proceedings relating to

52.242-14

bankruptcy filing. This notification shall in-
clude the date on which the bankruptcy peti-
tion was filed, the identity of the court in
which the bankruptcy petition was filed, and
a listing of Government contract numbers
and contracting offices for all Government
contracts against which final payment has
not been made. This obligation remains in
effect until final payment under this con-
tract.

(End of clause)

[66 FR 15156, Apr. 15, 1991, as amended at 60
FR 34741, July 3, 1995]

52.242-14 Suspension of Work.

As prescribed in 42.1305(a), insert the
following clause in solicitations and
contracts when a fixed-price construc-
tion or architect-engineer contract is
contemplated:

SUSPENSION OF WORK (APR 1984)

(a) The Contracting Officer may order the
Contractor, in writing, to suspend, delay, or
interrupt all or any part of the work of this
contract for the period of time that the Con-
tracting Officer determines appropriate for
the convenience of the Government.

(b) If the performance of all or any part of
the work is, for an unreasonable period of
time, suspended, delayed, or interrupted (1)
by an act of the Contracting Officer in the
administration of this contract, or (2) by the
Contracting Officer’s failure to act within
the time specified in this contract (or within
a reasonable time if not specified), an adjust-
ment shall be made for any increase in the
cost of performance of this contract (exclud-
ing profit) necessarily caused by the unrea-
sonable suspension, delay, or interruption,
and the contract modified in writing accord-
ingly. However, no adjustment shall be made
under this clause for any suspension, delay,
or interruption to the extent that perform-
ance would have been so suspended, delayed,
or interrupted by any other cause, including
the fault or negligence of the Contractor, or
for which an equitable adjustment is pro-
vided for or excluded under any other term
or condition of this contract.

(c) A claim under this clause shall not be
allowed (1) for any costs incurred more than
20 days before the Contractor shall have no-
tified the Contracting Officer in writing of
the act or failure to act involved (but this re-
quirement shall not apply as to a claim re-
sulting from a suspension order), and (2) un-
less the claim, in an amount stated, is as-
serted in writing as soon as practicable after
the termination of the suspension, delay, or
interruption, but not later than the date of
final payment under the contract.
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